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CONFIDENTIAL: Consideration of Crown co-funding offer for
storm recovery and resilience

File No.: CP2023/14529
Matataputanga
Confidentiality
Reason: The public conduct of the part of the meeting would be likely to result in the disclosure of
information for which good reason for withholding exists under section 7.
Interests: s7(2)(g) - The withholding of the information is necessary to maintain legal professional
privilege.

s7(2)(i) - The withholding of the information is necessary to enable the local authority to
carry on, without prejudice or disadvantage, negotiations (including commercial and
industrial negotiations).

In particular, the report contains advice regarding negotiations with the Crown.

Grounds: s48(1)(a)

The public conduct of the part of the meeting would be likely to result in the disclosure of
information for which good reason for withholding exists under section 7.

Te take mo te parongo

Purpose of the report

1. In response to the severe weather events of Auckland Anniversary Weekend and Cyclone
Gabrielle (January and February 2023), the Governing Body is being asked to:

e agree the methodology of land categorisation
e agree the methodology for the voluntary buy-out of Category 3 properties (Option A or B)
e accept or reject the Crown’s proposal to co-fund a storm-recovery package.

Whakarapopototanga matua

Executive summary

2.  Auckland Council has negotiated a co-funded storm recovery package with the Crown to
respond to the severe weather events of Auckland Anniversary Weekend and Cyclone
Gabrielle (January/February 2023, referred to in this report as ‘the severe weather events’).
The proposed package was presented to the Governing Body on 24 August 2023

3. The package is valued at just under $2 billion with $1.1 billion coming from government and
$900 million from Auckland Council. The funding would support transport network recovery,
a voluntary buy-out scheme for ‘category 3’ residential properties, and implementation of risk
mitigation projects.

4.  The government has been clear that this process is to be ‘locally-led and centrally-supported’
— many of the detailed policy settings for the package have been left to Auckland Council to
develop, although Auckland Council is obligated to specify its approach in the agreement
with government.

5.  The resolved position of Auckland Council is that it has a leadership role and responsibilities
as a regulator, emergency responder, information and service provider, landowner, and
advocate. It further suggests that the council’s role is not as a guarantor of private property
interests or loss, to be responsible for compensating landowners in case of loss due to any
severe weather event or natural disaster, or as an insurer of first or last resort.
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6. Despite the council having no duty or obligation for private property purchase, the
devastating impact of severe weather events on Aucklanders has led the council to enter
into funding negotiations with the government. Auckland Council’s clear position is that the
approach that has been proposed by the government is a one-off.

7. On 24 August 2023, the Governing Body agreed in principle to the proposed co-funded
storm recovery package, subject to public consultation (resolution number GB/2023/160). A
rapid consultation process occurred from 11 September to 24 September. A total of 2,461
submissions were received. This feedback was presented in the open report.

8. Subject to agreement to the proposed co-funded storm recovery package, several
documents must be attached to the final funding agreement between the council and the
Crown to outline the methodology for the categorisation and purchase of category 3
residential properties.

9.  The overarching policy objective that has guided the policy analysis for the buy-out scheme,
is to support Aucklanders to voluntarily relocate from residential housing situations on
properties that pose an intolerable risk to their lives. Further objectives support the analysis
of policy options: effective, affordable, fair and consistent with policy intent, and equitable.

10. Options are provided for the range of policy considerations associated with the purchase of
category 3 properties (Attachment A). The options and trade-offs for the methodology of
category 3 property buy-outs are complicated and do not lend themselves to simple
solutions, particularly given the limited information currently available about the number,
type, location and value of properties that may qualify for purchase. Also included in this
analysis is modelling of the potential total scheme cost, based on a number of assumptions,
for different scenarios. Sensitivity of this modelling to different factors is also included.
Options are interlinked, where each choice will influence the impact of other choices.

11.  Two sets of policy options are presented in this report: a staff-recommended option, and a
Storm Recovery Political Advisory Group-recommended option. These are as follows:

Option A Option B
(Staff recommendation) (Storm Recovery Political
Advisory Group
recommendation)
Valuation Market valuation pre-events | Market valuation pre-events
Maximum buy- $1.5 million maximum (with No cap (with a minimum 5%
out payment cap | no homeowner contribution, | homeowner contribution, as per next
(excludes as per next row) row)
insurance and
EQC)
Homeowner No homeowner contribution Minimum 5% homeowner
contribution contribution (sliding scale from 5%

to 15% of property value)

Insurance status | Do not take insurance status | Up to 20% contribution from
into account uninsured properties, with provision
for special circumstances

Secondary Exclude secondary Include secondary properties
properties properties

Special Include a process for special | Include a process for special
circumstances circumstances circumstances

12. A process for dispute resolution will be developed.
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13.

14.

15.

16.

Staff note that their policy analysis indicates the merit of the two different options is
assessed as very close in each aspect, that both are similarly affordable s roesinaraeeszex coma

. To assist in the Governing Body’s decision-making process, the
recommendations are provided as “either/or” options.

If the Governing Body agrees to proceed, it is recommended that borrowing be used to fund
Auckland’s share of the proposal, until more considered funding decisions can be made in
the 2024 - 2034 Long-term Plan. Using borrowing in the short term would mean the
infrastructure repairs and the category 3 buy-out process could begin ahead of the Long-
term Plan decisions.

The proposed co-funding package carries a number of risks for Auckland Council, including
in the development of the policy options (limited information as a basis of decision-making
and consequent risks of under-funding, and compressed timeframes to develop and consult
on policy options), and in the implementation of any agreed programme. There are legal,
financial and operational risks, a risk of over-burdening staff and resources, and litigation
risks where the programme does not meet diverse community expectations. While some of
those risks are unavoidable, the council should endeavour to identify and manage risks as
best as possible. For context, the risks of “doing” must be counterbalanced against the risks
of “not doing” which might be greater.

Consideration of the council’s role in the recovery of category 2P properties is currently
under development and will be reported to the Governing Body as soon as possible.

Nga tutohunga
Recommendation/s
That the Governing Body:

a)

whakaae / approve the Nominated Categorisation Approach contained in Attachment B to
this agenda report which sets out the criteria and thresholds for property risk assessment
and categorisation for Auckland properties as a result of the Auckland Anniversary and
Cyclone Gabrielle weather events, and will form the basis of the property categorisation
methodology

tuhi / note the category 3 property Purchase Methodology Assessment contained in
Attachment A to this agenda report sets out the policy intent and full assessment of options
to support decisions on the parameters of the Voluntary Buy-out Support Scheme for
category 3 properties.

whakaae / agree that the parameters for the purchase of category 3 properties will be
described in the Voluntary Buy-Out Support Scheme Terms contained in Attachment C to
this agenda report, and will be:

Either:
Option A (staff recommendations)

i) a market valuation pre-events with the pre-event date to be determined is used as the
valuation method for the Voluntary Buy-out Support Scheme.

i) a $1.5 million maximum payment cap is applied to the Voluntary Buy-out Support
Scheme property buy-out offers, after considering any insurance payments for the
property.

iii)  no homeowner contribution is applied to the Voluntary Buy-out Support Scheme
property buy-out offers.

iv) insurance (uninsured) status will not be taken into account for the Voluntary Buy-out
Support Scheme property buy-out offers.
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v)  secondary properties are excluded from accessing the Voluntary Buy-out Support
Scheme unless an owner makes an application to have their individual circumstances
considered as a special circumstance.

vi)  a process for considering special circumstances will be included in the Voluntary Buy-
out Support Scheme.

Or
Option B (Storm Recovery Political Advisory Group recommendations)

vii) a market valuation pre-events with the pre-event date to be determined is used as the
valuation method for the Voluntary Buy-out Support Scheme.

viii) no maximum payment cap is applied to the Voluntary Buy-out Support Scheme
property buy-out offers, after considering any insurance payments for the property.

iX) aminimum 5 per cent homeowner contribution will apply to the Voluntary Buy-out
Support Scheme property buy-out offers (in conjunction with (c)(viii) above) with a
sliding scale as follows:

A) 5% for the first $1.5 million of property value

B) 10% applied to property value over $1.5 million and up to and including $3.0
million

C) 15% applied to property value over $3.0 million

X) insurance (uninsured) status will be taken into account and apply a homeowner
contribution of up to 20 per cent to the Voluntary Buy-out Support Scheme property
buy-out offer, with provision for special circumstances.

Xi)  secondary properties are included in the access conditions for the Voluntary Buy-out
Support Scheme.

Xii) a process for considering special circumstances will be included in the Voluntary Buy-
out Support Scheme

Dispute resolution process

d) whakaae / agree in principle that the dispute resolution process will include an internal
review and external/independent review.

e) tautapa/ delegate to the Storm Recovery Political Advisory Group the power to approve the
framework for dispute resolution.

f) whakaae / agree to accept the Crown offer and sign a final co-funding agreement for the
storm recovery package valued at $1.984 billion, allocated as follows:

Government Auckland Total

funding Council funding
Transport $309 million $81 million $390 million
network recovery
Category 3 home $387 million $387 million $774 million
buy-outs
Risk reduction $380 million $440 million $820 million
programmes
Total $1,076 million $908 million $1,984 million
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g)

h)

)

tautapa / delegate to the Chief Executive the power to finalise the Scheme documentation
and rules related to recommendations a) to f) above, in accordance with Auckland Council’s
policies and resolutions, including the Nominated Categorisation Approach and Voluntary
Buy-out Scheme Terms.

tautapa / Delegate the Mayor and Deputy Mayor to sign the funding agreement with the
Crown for the storm recovery package on behalf of Auckland Council.

whakaae / agree to use debt in the short term to begin implementation of the agreed scheme
until more detailed financial decisions can be made in the 2024-2034 Long-term Plan

tuhi a-taipitopito / note that consideration of the council’s role, if any, in the recovery of
category 2P properties is currently under development and will be reported to the Governing
Body for approval at the next Governing Body meeting.

Restatement

k)

whakaae / agree that the decisions, report and any attachment remain confidential until the
need for confidentiality no longer exists.

Horopaki
Context

Government announcements and negotiations

17.

18.

In response to the severe weather events, the government has made a series of
announcements about a co-funded, locally-led and centrally-supported process for affected
residential property-owners. This includes announcements of co-funding to support councils
to offer voluntary buy-outs for owners of high-risk (category 3) properties and to fund work
needed to protect properties where risk can be managed (category 2).

The categorisation of storm-affected properties was announced by the government on 1 May
2023. These categories and associated definitions are for application to residential
properties affected by the specified severe weather events, and do not have a specific
statutory basis. Significant council resource has been needed to develop a more detailed
framework for categorisation, including thresholds of risk for each category. Work is ongoing
to individually assess the approximately 5000 flood and slip-affected houses against this
framework. Technical assessments got underway on 21 August and will take some months
to complete.

Auckland Council’s negotiating position

19.

20.

21.

The resolved position of the council is that, in response to water-related hazards, it has a
leadership role and responsibilities as a regulator, emergency responder, information and
service provider, landowner, and advocate. Auckland Council’s role is not as a guarantor of
private property interests or loss, to be responsible for compensating landowners in case of
loss due to any severe weather event or natural disaster, or as an insurer of first or last
resort.2

Despite the council having no duty or obligation for private property purchase, the
devastating impact of severe weather events on Aucklanders led the council to enter into
funding negotiations with Government. Auckland Council’s view is that the approach that has
been proposed by government is a one-off, made necessary by the extraordinary scale of
events.

Tamaki Makaurau’s recovery from the severe weather events is going to require significant
investment, with or without government co-funding. The negotiated process and resultant
proposal for a co-funded package is an opportunity to increase the total investment into the
region, leveraging council spending to secure further funding from the government.
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The government offer for buy-out of category 3 properties

22.

23.

24.

Negotiations between the government and Auckland Council have resulted in an offer to co-
fund three elements of storm recovery work to the value of $1.984 billion. The offer is similar
in construct to the offers made in Hawkes Bay and Tairawhiti.

On 24 August 2023, the Governing Body endorsed an in-principle agreement with the
Crown, subject to public consultation, to co-fund storm recovery costs for affected properties
and infrastructure as set out in the offer made by the Crown on 23 August 2023 (resolution
number GB/2023/160). The offer was summarised in the 24 August 2023 Governing Body
report, and is set out in Table 1:

Table 1. Summary of Crown offer

Government Auckland Total

funding Council funding
Transport network $309 million $81 million $390 million
recovery
Category 3 home buy- $387 million $387 million $774 million
outs
Risk reduction $380 million $440 million $820 million
programmes
Total $1,076 million $908 million $1,984 million

The three elements are transport network recovery, buy-out scheme, and risk mitigation
projects:

a) Transport network recovery

A contribution towards the recovery costs of our transport networks from the direct
impacts of storm events. Some of this would ordinarily be funded by Waka Kotahi but
the proposal includes full funding of some projects to reduce required council funding.
Example projects include Mill Flat Road bridge (temporary Bailey bridge and
permanent fix), access to Karekare and Piha, and underslips on Bethells Road.

b) Buy-out scheme

50:50 funding towards a voluntary buy-out scheme for residential properties assessed
as category 3. Based on current estimates of 700 properties this is projected to cost
$774 million, with the Crown and the council each contributing $387 million. Auckland
Council is responsible for defining the categorisation and purchase methodologies. If
the maximum amount is breached, there is a commitment to good faith discussions on
next steps.

c) Risk mitigation projects

A pre-allocation of $360 million from the National Resilience Plan funding towards
Category 2 risk mitigation projects within Auckland. This equates to 62 per cent of the
projected capital costs of interventions such as the Making Space for Water proposal.
Crown to pay 62 per cent of the cost of each eligible project until pre-allocation is
exhausted.
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25.

26.

The proposed terms of the agreement include that Auckland Council takes the lead, and
incurs the cost, to:

a) communicate and engage with the category 3 property owners
b) assess and determine which properties are categorised as the category 3 properties

c) administer the overall programme for the purchase of the category 3 properties,
including all matters related to the sale and purchase agreements. Auckland Council
will bear all contract and enforcement risk with respect to those agreements

d) manage the insurance claims that may be assigned to Auckland Council

e) take ownership of the category 3 land purchased and be responsible for all costs
associated with the management of that land. In turn, Auckland Council may retain
any revenues from the ongoing use of the land or its resale

f) comply with the invoicing, wash up and related procedures regarding the delivery of
the Crown funding - these procedures will be attached to the Agreement

g) report to the Crown on an ongoing basis in accordance with the reporting requirements
that will be attached to the Agreement.

Public feedback and local board input has been presented for consideration in an
accompanying report on this agenda.

Tataritanga me nga tohutohu
Analysis and advice

Setting thresholds for categorisation of severely affected properties

27.

28.

Attachment B describes Auckland Council’'s nominated categorisation approach for
application of the government’s categorisation framework.

This is a two-stage process of risk assessment (considering intolerable risk to life), and
feasibility assessment (whether there is a feasible mitigation available to reduce the risk to
life associated with the property to a tolerable level). The attached categorisation approach
proposes to set this feasibility threshold (between category 3 and category 2) based on a
percentage of the property value.

Developing an effective scheme design for the category 3 buy-outs

29.

30.

31.

32.

Some Auckland residential properties will be assessed as Category 3 — posing an
intolerable risk to the life of occupiers, in accordance with the council’s nominated
categorisation framework.

As part of any co-funding agreement between Auckland Council and the government, a
category 3 property purchase methodology needs to be approved. This will be attached to
any final agreement with the Crown.

The overarching policy objective is: to support Aucklanders to voluntarily relocate from
residential housing situations on properties that pose an intolerable risk to their lives.

Staff have identified the following further objectives to support its analysis of options to
achieve its overarching objective. These objectives were informed by other similar schemes
in other countries. These are:

« Effective — focuses on the impact an option will have on the speed and uptake of buy-out
to remove the intolerable risk to life posed to households from their property.
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33.

35.

« Affordable — considers the impact of the option with the amount of funding available
across the number of properties that need to be purchased to remove intolerable risk to
life. Affordability assumptions and scenario have been used to help make an assessment
against this criterion as a high level of uncertainty exists.

« Fair and consistent with policy intent — considers if the option meets our legal
obligations to be fair and for the scheme to be consistent with the stated policy intent.

« Equitable — considers the impact of the option on scheme equity for those most in need
and those who fund the scheme.

An assessment of policy options to achieve the overall objective (refer Attachment A) has
been undertaken to assist Governing Body decisions about the content of the category 3
property purchase methodology. Staff assessment focuses on options for decision-making
about:

e Valuation of category 3 properties

e Maximum buy-out payment cap

e Homeowner contributions

¢ Insurance status

e Status of secondary properties

e Consideration of special circumstances
e Approach to dispute resolution

There are narrow margins of difference between how options deliver the policy intent for
property purchase. Giving different priority to the four criteria can change the overall policy
package. A summary of the key supporting reasons under each element is provided in
Table 2 below with the full assessment in Attachment A.

Two sets of policy options are presented in this report: Option A - a staff-recommended
option, and Option B - a Storm Recovery Political Advisory Group-recommended option.
These were presented to the Governing Body in a confidential workshop on 4 October 2023
(presentation contained at Attachment D). These are as outlined in Table 2, and presented
as ‘either/or’ recommendations for the Governing Body’s consideration in the
recommendation section of this report. A draft Voluntary Buy-Out Support Scheme Terms is
attached at Attachment C, and will be revised to reflect the final options.

Table 2: Policy combinations: two recommended options

Option A
(staff recommendation)

Option B
(Storm Recovery Political

Advisory Group
recommendation)

Valuation Market valuation pre-events Market valuation pre-events

Taking this approach would be most
effective for getting voluntary uptake.
Sales data is readily available. It is
expected to be the preferred method
with impacted property-owners.

Taking this approach would be most
effective for getting voluntary uptake.
Sales data is readily available. It is
expected to be the preferred method
with impacted property-owners.

Maximum buy-
out payment
cap

$1.5 million maximum (with no
homeowner contribution, as per
next row)

No cap (with a minimum 5%
homeowner contribution, as per
next row)
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36.

37.

that serve as
holiday homes

may be occupied

and are not the
principal place
where either
property owners
or renters reside.

and baches which

by their owners or
renters short-term

Option A
(staff recommendation)

risk to life as the owner has a primary
dwelling to live in.

Option B

(Storm Recovery Political
Advisory Group
recommendation)

there is an intolerable risk to

life. This option would provide
certainty of outcome for all those in
this position.

Special
circumstances

Include a process for special
circumstances

Taking this approach would be
significantly fairer and make the
programme less likely to give rise to
disputes. The property purchase
methodology may still differentiate
without understanding individual
circumstances (depending on the
decisions about options). Special
circumstances will provide an ability
for those administering the scheme to
exercise discretion in exceptional and
unusual cases.

Include a process for special
circumstances

This option is assessed to best meet
the policy objective and outcome.
Taking this approach would be
significantly fairer and make the
programme less likely to give rise to
disputes. The property purchase
methodology may still differentiate
without understanding individual
circumstances (depending on the
decisions about options). Special
circumstances will provide an ability
for those administering the scheme to
exercise discretion in exceptional and
unusual cases.

Given the unprecedented nature of the severe weather events, Crown and the council’'s
response and the lack of a national policy framework, all of the policy options considered
here are at risk of challenge from impacted property-owners, or from Aucklanders who are
concerned about the outcomes (for example, the impact on rates).

In addition, the nature of the events and volume of affected property in Auckland is vastly
more complex than in other parts of the motu, so the data underpinning the assumptions is

less certain.

Process for dispute resolution

An external/independent dispute resolution process for homeowners who wish to challenge
categorisation or buy-out (valuation) decisions is recommended. Options for a dispute
resolution process are set out in Attachment E.

38.

39.

Subject to approval, a detailed dispute resolution process will be prepared for approval by
the Governing Body. This approval could be delegated to the Storm Recovery Political
Advisory Group, as outlined in recommendation €) of this report.
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Considering the whole package: the Local Government Act provides the relevant
legislative framework

40.

41.

42.

There is no specific statutory framework underpinning the government’s proposed funding
package, particularly the categorisation framework and the buy-out of category 3 properties.
The relevant legislative framework is therefore the Local Government Act 2002 (LGA). The
council needs to consider whether the proposed package is consistent with the statutory
purpose, role and and principles of local government, and to ensure that it is meeting its
decision-making obligations under Part 6 of the LGA.

An analysis of the relevant provisions is provided in Attachment F. In summary, the
proposed co-funded storm recovery package is considered to be consistent with the purpose
and principles of local government, for the following reasons:

¢ Consideration of the proposed package has enabled democratic local decision-making
and action by, and on behalf of, local communities. As described in the accompanying
public report, consultation has revealed general support for the package, with varied
views about the implementation methodology. If agreed to, the package will enable the
council and communities to take action to get on with recovery efforts with more certainty
and a greater level of funding.

e The proposed package will promote the social, economic, environmental and cultural
well-being of communities in the present and for the future. Much of this benefit will be
concentrated in the most severely impacted communities, however there are elements in
the risk mitigation projects that will have a region-wide benefit. As climate change
increases the risk of more frequent severe weather events, well-being improvements will
extend to future generations. The package will not resolve all flooding and land instability
risk but will contribute to improved resilience by removing some of the most at-risk
dwellings (subject to property owners’ voluntary participation).

e The proposed package takes into account the diverse views and interests of
communities, as evidenced in the consultation feedback. The impacts of the severe
weather event were unevenly distributed, meaning one of the greatest points of diversity
at the moment is between directly impacted communities, who are still dealing with the
events of January and February 2023, and other communities who were quickly able to
resume ‘life as usual.’

The government has consulted on a proposed temporary change to the Local Government
Act 2002 (LGA) allowing specified councils to decide on making voluntary buy-outs to
owners of properties that have been severely impacted by weather events in 2023, without
having to amend their long-term plans (LTPs) as required by the LGA. An Order in Council is
now in place and will remain in effect until 30 June 2024."

The proposal aligns with Auckland Council policy and priorities

43.

44,

Section 14(1)(a)(ii) of the Local Government Act states that, in performing its role, a local
authority should give effect to its identified priorities and desired outcomes in an efficient and
effective manner.

The proposed co-funding package aligns with a number of Auckland Council’s priorities and
desired outcomes, as described in core strategies, policies and plans. The relevant
objectives and directions are identified in Attachment F. While current policies, plans and
strategies do not provide specific direction on recovery from the impacts of flooding and
severe weather events, they provide strategic direction and principles which have guided
discussions relating to the proposed package. Future reviews of these policies may include
more specific actions to support recovery from storm events.
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45.

Of note:

¢ all three elements of the package will improve community and infrastructure resilience,
identified as a priority in the Auckland Plan, the Auckland Water Strategy, the Civil
Defence and Emergency Management Plan, the Natural Hazards Risk Management
Plan, Te Taruke-a-Tawhiri: Auckland’s Climate Plan, and the Thriving Communities
Strategy

o transport network repairs will support the priority to maximise safety and environmental
protection, and to develop a resilient transport system (Auckland Plan, Regional Land
Transport Plan)

o category 3 buy-outs will respond to the Auckland Plan’s directions for Belonging and
Participation, including to focus investment to address disparities and serve communities
of greatest need. Although not directly applying the Dangerous Buildings Policy, the buy-
outs will contribute to the policy’s objective: ensuring that the Auckland Council region is a
safe place to live and work in

¢ risk mitigation projects will respond to the priority to adapt to a changing water future
(Auckland Plan), reduce exposure and risk from natural hazards (Auckland Unitary Plan
and Auckland Water Strategy), and to regenerate natural systems and prioritise the use
of green infrastructure (Infrastructure Strategy).

Options analysis: accepting or rejecting the co-funding package

46.

47.

48.

The government funding is offered as an all-or-nothing package. It will require full co-
investment from Auckland Council to realise the programme funding share. This makes the
options for the Governing Body to consider a binary choice: to either accept or reject the
package as a whole.

Accepting the package would require additional council funding of up to $908 million, and
would enable the implementation of the transport repairs, risk mitigation/resilience
improvements and category 3 property purchases.

Rejecting the package would mean that the council continues with its current approach. The
Recovery Office would continue to support recovery efforts including development of the
Tamaki Makaurau Recovery Plan and provision of Storm Recovery Navigators to support
impacted communities to access available support. Operational parts of the council would
continue to improve the resilience of assets and facilities, but at a slower pace as funding
becomes available through normal budget processes. Transport and infrastructure projects
which have been deferred due to the need to prioritise storm recovery efforts will remain
deferred for the foreseeable/immediate future. The council would not offer buy-outs to
category 3 property owners. The following options assessment considers the two options:
accept or reject the proposed package, against a range of criteria relevant to this decision.

Tauaki whakaaweawe ahuarangi
Climate impact statement

49.

50.

The Auckland Plan acknowledges that ‘more extreme weather events, as a result of climate
change, mean that at times there will be too much water in some places’. Te Taruke-a-
Tawhiri: Auckland’s Climate Plan sets a number of priorities for action on climate adaptation,
including addressing immediate, known risks that are affecting Aucklanders today.

The proposed approach in the co-funded storm recovery package is a direct response to the
impacts of the recent severe weather events. The proposed terms of the deal acknowledge
the need to develop future policy for community-led retreat and adaptation funding through a
national policy process.
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51.

52.

Implementation of the co-funded storm recovery package will support Auckland’s climate
adaptation, through improving the resilience of communities and infrastructure, and
removing people from intolerable risks to life from climate-related natural hazards.

Where possible, relocation or deconstruction and re-use of materials from category 3
properties will help to lower the carbon impact of the buy-out process.

Nga whakaaweawe me nga tirohanga a te ropu Kaunihera
Council group impacts and views

53.

The methodology to support the co-funded storm recovery package has been developed by
staff from across the council group, including the Recovery Office, Chief Planning Office,
Finance, Legal, Healthy Waters, Resilient Land and Coasts, and Eke Panuku Development
Auckland. Should the proposed package be agreed, implementation will require a similar
coordinated approach across the council group.

Nga whakaaweawe a-rohe me nga tirohanga a te poari a-rohe
Local impacts and local board views

54.

Most local boards provided feedback on the methodology of the Voluntary Buy-out Support
Scheme, based on the preliminary information available in the consultation document. This
is reported on in the accompanying public report. The feedback about the key policy choices
discussed above was mixed. For example, some boards supported inclusion of secondary
properties, whereas others requested priority be given to owner-occupied homes. Views on
the treatment of the uninsured was similarly diverse. A nearly-universal theme was the need
to provide certainty and support to affected property owners.

Tauaki whakaaweawe Maori
Maori impact statement

55.

56.

57.

Maori are among the affected property owners and will benefit from the proposed package if
it proceeds. Whenua Maori is being handled in a separate process led by the Crown.

Feedback from mana whenua has included describing the anxiety and stress for whanau as
a result of the storms and uncertainty about the pathway to recovery. For those whanau
living in placarded homes, there are concerns about whether they will receive a buy-out
offer, the process, and the value of the offer. Mana whenua also asked how those renting
will be supported.

As part of developing the Tamaki Makaurau Recovery Plan, officers are working with mana
whenua to develop improved engagement processes moving forward.

Nga ritenga a-putea
Financial implications

58.

Auckland’s recovery from the severe weather events of early 2023 is going to require
significant investment, with or without central government co-funding. The proposed
package increases the total investment into Auckland, with over $1 billion in new and
reprioritised central government funding (see Table 3).
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Table 3 Composition of the proposed co-funded storm recovery package

Government Auckland Council

funding funding
Transport network $309 million $81 million $390 million
recovery
Risk reduction $380 million $440 million $820 million
programmes
Category 3 home $387 million $387 million $774 million
buy-outs
Total $1,076 million $908 million $1,984 million

59. Significant funding from Auckland Council would still be required to deliver on the activities
described in this package.

60. If the Governing Body agree to proceed, it is recommended that borrowing be used to fund
Auckland’s share of the proposal, until more considered funding decisions can be made in
the 2024 - 2034 Long-term Plan. This is due to be publicly consulted on in early 2024. Using
borrowing in the short term would mean the infrastructure repairs and the category 3 buy-out
process could begin ahead of the Long-term Plan decisions.

61. Based on initial timing projections the additional council debt required is likely to peak at
$650 million. This would increase the debt-to-revenue ratio by 7 - 9 per cent over the next
five to seven years, remaining within current debt limits all else remaining equal.

62. The council has a number of options to fund the proposed package in the Long-term Plan,
including reducing or deferring other capital spending, sale of assets, service reductions,
and rates. These decisions may also be impacted by policy decisions from central
government that change the council’s current debt, cost or revenue settings.

63. If the council were to proceed with the full proposed programme and fund it using only rates,
then this would require an additional rates increase equivalent to 3.1 per cent of general
rates, which could be phased in over two years. Any rates increase would be on top of other
significant budget pressures the council is facing. Current indications suggest overall rates
increases of over 10 per cent for 2024/2025 for residential ratepayers, if cost reductions or
other funding sources are not found.

Financial implications of property categorisation methodology

64. The financial implications of different decisions in terms of both the property categorisation
methodology and the property purchase methodology are assessed in the context of the
funding agreement with the Crown.

Funding agreement

65. The funding agreement provides for initial funding of $387 million from each party (a total of
$774 million). If this is exceeded, then the Crown and the council would enter into good faith
discussions on next steps.

66. If the total cost of the buy-out scheme exceeds the initial cap and an agreement is reached
with the crown to increase the cap on the same basis then additional budget of 50% of the
increased level would be required.

67. If the initial cap is exceeded and no agreement is reached then the council would need to
decide whether to continue the scheme. If the scheme was continued, without Crown
support, it would need to be fully funded by the council.

68. If the total cost of the buy-out scheme is below the initial limit of $774 million the council
funding requirement would be lower by 50% of the amount of the reduction.
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Choices, options and scenarios

69.

70.

71.

Given the high level of uncertainty around key factors such as the number of properties, their
values, property usage, insurance status and insurance payout levels it is hard to estimate
the total cost of the scheme and the potential impact of different settings.

The attached policy analysis includes, for each choice, an assessment of the impact
different options would likely have on the affordability of the scheme.

Also included in this analysis is modelling of the potential total scheme cost, based on a
number of assumptions, for different scenarios. Sensitivity of this modelling to different
factors is also included.

Nga raru tipono me nga whakamaurutanga
Risks and mitigations

72.

73.

74.

75.

76.

77.

78.

The proposed co-funding package carries a number of risks for Auckland Council,
including:

Limited information as a basis for decision making. Officers have negotiated the co-
funding package and developed options for implementation based on the best available
information. However, this information is significantly less fulsome than would normally be
the case. It is not clear how many properties have been severely impacted by the severe
weather events (for example due to under-reporting by property owners). Initial cost
estimates have been made for risk mitigation projects, but these require further design and
development work.

Risks of under-funding. Connected to the limitations of information, there is a risk that the
funding package will not be adequate to support recovery from the severe weather events.
There is a good faith provision in the funding agreement to return to the government if the
Voluntary Buy-out Support Scheme proves to be too low.

Compressed timeframes to develop and consult on policy options. This was an
unavoidable result of the need for urgency. It was anticipated in severe weather legislation,
and through the Order in Council which allows Auckland Council to purchase category 3
properties without first amending its LTP. Significant efforts were made to reach Aucklanders
in the consultation process, including media outreach, a webinar and library drop-in
sessions. Those most impacted by the severe weather have also made their views known
through other channels into the council.

Risks of over-burdening Auckland Council’s staff and resources to administer the
Voluntary Support Scheme and take on the management of the residual land. This is an
ongoing risk that will be partially mitigated through making the Voluntary Support Scheme
and methodology as simple as possible and do not promote unnecessary dispute. This is
especially the case if potential rules would ultimately be counter-productive for the council
financially, reputationally or in terms of drag on the council’s operational and management
resource.

Difficulty of meeting diverse community expectations and consequent reputational
and litigation risks. Regular and clear communication with affected communities is an
important part of the recovery process. This approach will be applied to the activities
resulting from the co-funded storm recovery package.

For context, the risks of “doing” must be counterbalanced against the risks of “not doing”
which might be greater.
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Risks specific to the Voluntary Buy-out Support Scheme

79.

80.

81.

82.

83.

84.

A range of legal, financial and operational risks are associated with approving and
implementing a buy-out and response programme of this type. While some of those risks are
unavoidable, the council should endeavour to identify and manage risks as best as possible.
For context, the risks of “doing” must be counterbalanced against the risks of “not doing”
which might be greater.

Legal Professional Privilege s 7(2)(g) LGOIMA

Within those considerations, there is benefit in programme rules that are as simple as
possible, and which do not promote unnecessary dispute. This is especially the case if
potential rules would ultimately be counter-productive for the council financially,
reputationally or in terms of drag on the council’s operational and management resource.

The programme is co-funded by the Crown and both the Crown and the council have
important accountability and audit requirements. Auckland Council’s policy and approach will
be subject to detailed audit review, and the council will be under strict reporting obligations
to the Crown for the funding drawn down and spent on the programme. Probity risks will also
need to be managed, as for any “entitlement” based programme, although in larger part
property acquisition on agreed valuation basis is more objectively transparent than grant
programmes which might require additional assurance overlays.

Executing this programme, even on simple policy settings, will be a significant resource
demand for the council for the immediate buy-out workstream, the mitigation works, and the
remedial and post-acquisition work. The buy-out programme is not just a land transfer
activity, it is land transformation. The tail-end work after the buy-outs will likely continue for
many years. The council is not being given any special regulatory powers to implement the
programme, and in some instances the council will effectively have to undertake property
subdivision activity and other land title regularisation.

Auckland Council’s role in the buy-out and mitigation programme is necessarily independent
from its regulatory role on managing dangerous buildings, consenting, enforcement and plan
changes. While obvious to the council, this is not obvious to property owners who may
conflate the two functions. The council will have to carefully manage expectations around
this distinction, and in particular that the council’s regulatory activities are not affected by
decisions on whether or not to buy-out particular properties.

Nga koringa a-muri
Next steps

85.

86.

Subject to the decisions of the Governing Body, the funding agreement will be completed
and signed by the Mayor, Deputy Mayor and Ministers.

Scoping work is underway for the risk mitigation projects and the required repairs to the
transport network. Applications for funding of these will be competed in line with the
requirements set by Crown Infrastructure Partners to access the allocation from the National
Resilience Plan.
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87. Technical assessment of storm-impacted properties will continue, with properties beginning
to move to the categorisation step and, where relevant, the buy-out process. Future work is
required to consider and confirm the objectives for category 3 land management after
acquisitions are complete.

88. Consideration of the council’s role in the recovery of category 2P properties is currently
under development and will be reported to the Governing Body at the next Governing Body
meeting.

89. Planned recovery efforts will be presented in the Tamaki Makaurau Recovery Plan. The Plan
will facilitate and communicate the collaborative delivery of recovery projects across the

region.
90. The decisions made in this report will be communicated once the agreement is signed with
the Crown.
Nga tapirihanga
Attachments
No. Title Page
Al Purchase methodology assessment 21
BZ | Nominated categorisation approach 63
C4 | Voluntary Buy-out Support Scheme terms 71
D4 | PowerPoint Presentation to Workshop 4 October 2023 77
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FQ Assessment of the proposed storm recovery package against LGA 109
provisions and council policies
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